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OATH OR AFFIRMATION

I, NICOLAS R. MONTGOMERY, swear (or affirm) that, to the best of my knowledge and belief the
accompanying financial statement and supporting schedules pertaining to the firm of CASEY
PROFESSIONAL SERVICES, LLC as of DECEMBER 31, 2004, are true and correct. I further swear

(or affirm) that neither the company nor any partner, proprietor, principal officer or director has any
proprietary interest in any account classified solely as that of a customer, except as follows:

NONE
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Statement of Financial Conditions.
Statement of Income {Loss).
Statement of Cash Flows.

Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s
Capital.

Statement of Changes in Liabilities Subordinated to Claims of Creditors.
Computation of Net Capital.

Computation for Determination of Reserve Requirements Pursuant to Rule
15¢3-3.

Information Relating to the Possession or control Requirements Under Rule
15¢3-3.

A Reconciliation, including appropriate explanation, of the Computation of Net
Capital Under Rule 15¢3-1 and the Computation for Determination of the
Reserve Requirement Under Exhibit A of Rule 15¢3-3.

A Reconciliation between the audited and unaudited Statements of Financial
Condition with respect to methods of consolidation.

An Oath or Affirmation.

A copy of the SIPC Supplemental Report.

A report describing any material inadequacies found to exist or found to have
existed since the date of the previous audit.

Independent Auditor’s Report on Internal Accounting Control.

®*For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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ERNST WINTTER & ASSOCIATES Certified Public Accountants

675 Ygnacio Valley Road, Suite B-213 (925) 933-2626
Walnut Creek, California 94596 Fax (925) 944-6333

Independent Auditor's Report

Board of Directors
Casey Professional Services, LLC
San Francisco, California

We have audited the accompanying statement of financial condition of Casey Professional Services, LLC (the
Company) as of December 31, 2004, and the related statements of income, changes in member’s equity, and
cash flows for period November 1, 2003 through December 31, 2004 that you are filing pursuant to rule 17a-5
under the Securities Exchange Act of 1934. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Casey Professional Services, LLC at December 31, 2004, and the results of their operations and
their cash flows for the thirteen months then ended in conformity with accounting principles generally accepted
in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedule I is presented for purposes of additional analysis and is not a
required part of the basic financial statements, but is supplementary information required by rule 17a-5 under
the Securities Exchange Act of 1934. Such information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

T

March 23, 2005




Casey Professional Services, LLC

Statement of Financial Condition

December 31, 2004
Assets
Cash and cash equivalents $ 310,372
Deposits at clearing organization 94,987
Commissions receivable, net of
$10,000 allowance for doubtful accounts 280,536
Prepaid expenses and other assets 33,972

Property and equipment, net of
$82,175 accumulated depreciation 119,617
Total assets $ 839,484

—_—

Liabilities and Member's Equity

Accounts payable $ 40,494
Accrued expenses 78,000
Commissions payable 23,116
State tax payable 800
Due to affiliate 750

Total liabilities 143,160
Member's equity 696,324

Total liabilities and member's equity $ 839,484

See independent auditor's report and accompanying notes.
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Casey Professional Services, LLC
Statement of Income

For the Period November 1, 2003 to December 31, 2004

Revenue
Commissions $ 2,930,259
Interest and other income 6,186
Total revenue 2,936,445

Expenses
Compensation 1,050,654
Clearing fees and floor brokerage 862,516
Commission expense ' 292,591
Professional fees 186,291
Quote and research fees 135,660
Depreciation 43,871
Occupancy fees 49,560
Other operating expenses 295,344
Total expenses 2,916,487
Income before taxes 19,958

Tax provision

1,600

Net income 3 18,358

e =

See independent auditor's report and accompanying notes.
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Casey Professional Services, LLC
Statement of Changes in Equity

For the Period November 1, 2003 to December 31, 2004

Common Retained Member's Total
Stock Earnings Equity Equity
October 31, 2003 405,217 272,749 677,966
Net loss from 11/1/03 to 6/30/04 (80,955) (80,955)
Conversion to LLC - ~(405,217)  (191,794) 597,011 -
Net income from 7/1/04 to 12/31/04 99,313 99,313
December 31, 2004 - - 696,324 696,324

See independent auditor's report and accompanying notes.
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Casey Professional Services, LLC
Statement of Cash Flows

For the Period November 1, 2003 to December 31, 2004

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 18,358
Adjustments to reconcile net income to net
cash provided (used) by operating activities
Depreciation 43,871

(Increase) decrease in:

Deposits at clearing organization (80,330)
Commissions receivable (261)
Due from clearing organization 2,598

Prepaid expenses and other assets (2,493)

Increase (decrease) in:

Accounts payable and accrued expenses 39,802
Commissions payable (23,139)
State tax payable (1,362)
Due to affiliate (5,837
Net cash provided (used) by operating activities (8,793)

CASH FLOWS FROM INVESTING ACTIVITIES

Note receivable from affiliate (150,000)
Repayment of notes receivable from affiliate 230,000
Purchase of property and equipment (1.810)
Net cash provided (used) by investing activities 78,190
Net increase (decrease) in cash and cash equivalents 69,397
Cash and cash equivalents, beginning of period 240,975
Cash and cash equivalents, end of period $ 310,372
SUPPLEMENTAL DISCLOSURE
Taxes paid 3 800

See independent auditor's report and accompanying notes.
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Casey Professional Services, LLC
Notes to the Financial Statements

Year Ended December 31, 2004

Qrganization

Casey Professional Services, Inc. was formed as a corporation on November 14, 2001 and
subsequently converted from a corporation to a limited liability company and renamed Casey
Professional Services, LLC (the Company) on June 30, 2004. The Company is a wholly owned
subsidiary of Casey Securities, LLC (Securities), formerly Casey Securities, Inc. The Company
is registered as a broker-dealer with the Securities and Exchange Commission pursuant to Section
15¢ of the Securities Exchange Act of 1934 and is a member of the National Association of
Securities Dealers, Inc. The Company’s primary business is that of a securities broker-dealer
providing services to hedge funds and prime brokers.

Summary of Significant Accounting Policies

Commissions Revenue
Brokerage commissions and related clearing floor brokerage expenses are recorded on a
trade-date basis as securities transactions occur.

Accounts Receivable

The Company’s receivables are due from various hedge funds and prime brokers under
contractual agreements. The Company maintains an allowance for doubtful accounts that is
based on a review of outstanding receivables, historical collection information and existing
economic conditions. Receivables over 30 days are considered past due. Past due
receivables are reviewed by management and staff and written off based on the specific
circumstances of the customer.

Property and Equipment

Property and equipment are recorded at cost. Repairs, maintenance and minor replacements
are expensed as incurred. Depreciation is computed using the straight-line method over the
estimated useful lives of the assets, which are three to seven years for furniture, fixture and
office equipment.

Income Taxes

The Company is a limited liability company (LLC) at December 31, 2004 and was a
qualified subchapter S subsidiary until June 30, 2004. For tax reporting purposes under both
entity forms, the Company is a disregarded entity and reports all income and expenses on the
tax returns of its parent. Therefore, no provision or liability for federal income taxes is
provided for the LLC or for the S corporation. For the eight months ended June 30, 2004, the
Company was subject to the 1.5 percent California franchise tax on S corporations with a
minimum tax of $800. Additionally, the Company is subject to the annual California LLC
tax of $800 and the California LLC fee based on gross revenue.
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Casey Professional Services, LLC
Notes to the Financial Statements

Year Ended December 31, 2004

Summary of Significant Accounting Policies (Continued)

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Company has defined cash equivalents as
highly liquid investments with original maturities of three months or less that are not held
for sale in the ordinary course of business.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Fair Value of Financial Instruments
Unless otherwise indicated, the fair values of all reported assets and liabilities which
represent financial instruments (none of which are held for trading purposes) approximate
the carrying values of such amounts.

Exemption from Rule 15¢3-3

The Company claims an exemption from the Securities and Exchange Commission Rule 15¢3-3.
All securities transactions are cleared on a fully disclosed basis.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission’s uniform net capital (Rule
15¢3-1) which requires the Company to maintain minimum net capital equal to or greater than
$5,000 and a ratio of aggregate indebtedness to net capital not exceeding 15 to 1, both as defined.
At December 31, 2004, the Company’s net capital was $357,252, which exceeded the
requirement by $347,708.

Emplovee Benefit Plan

The Company has adopted a 401(k) profit sharing plan, which covers all employees who are over
the age of 18 and have completed one year of service. The plan provides for matching employee
contributions up to $900 per year and discretionary contributions by the Company as determined
annually by the Board of Directors. Employer contributions vest over six years of service and
employee contributions are always 100 percent vested. For the fourteen months ended December
31, 2004, the Company made matching contributions to the plan of $3,150 and no discretionary
contributions.
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Casey Professional Services, LLC
Notes to the Financial Statements

Year Ended December 31, 2004

Income Taxes

Income tax expense consists of the current California LLC tax of $800 and the current California
minimum tax on S corporation of $800. Deferred taxes were not significant.

Related Parties

The Company uses Casey Securities, LLC (Securities), its parent company, to execute most of its
options orders and pays for these services. For the fourteen months ended December 31, 2004,
the Company paid Securities $140,704 for these services. These amounts are included in clearing
and floor brokerage expense.

In addition, the Company occasionally executes option orders for Securities and charges a fee for
these services. For the fourteen months ended December 31, 2004, Securities paid the Company
$978 for these services. These amounts are included in commission revenue.

The Company subleases its office space from Securities for $990 per month. The term of the
lease is for twelve months and automatically renews for an additional twelve months each July 30
unless either party gives written notice of termination. For the year ended December 31, 2004,
the Company paid Securities $11,880 for this lease.

The Company pays Securities a monthly fee of $2,500 for administrative and other services
provided by Securities. For the fourteen months ended December 31, 2004, the Company paid
Securities $35,000 for these services.

The Company nets all payables to and receivables from Securities. At December 31, 2004, the

Company owed $750 to Securities, which is included in due to affiliate, for the settling of various
transactions between the two affiliates.

Risk Concentration

From time to time the Company may maintain cash balances in a financial institution in excess of
the FDIC insured limit. At December 31, 2004, the Company held deposits in excess of the
applicable federal insurance limits by $250,906.
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Casey Professional Services, LLC
Notes to the Financial Statements

Year Ended December 31, 2004

Financial Instruments with Off- Balance-Sheet Credit Risk

As a securities broker, the Company executes transactions with and on the behalf of customers.
The Company introduces these transactions for clearance to a clearing firm on a fully disclosed
basis.

In the normatl course of business, the Company’s customer activities involve the execution of
securities transactions and settlement by its clearing broker. The agreement between the
Company and its clearing broker provides that the Company is obligated to assume any exposure
related to nonperformance by its customers. These activities may expose the Company to off-
balance-sheet risk in the event the customer is unable to fulfill its contracted obligations.

In the event the customer fails to satisfy its obligations, the Company may be required to
purchase or sell financial instruments at the prevailing market price in order to fulfill the
customer’s obligation.

The Company seeks to control off-the-balance-sheet credit risk by monitoring its customer

transaction and reviewing information it receives from its clearing broker on a daily basis and
reserving for doubtful accounts when necessary.
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Casey Professional Services, LLC
Schedule I
Computation of Net Capital Under Rule 15¢3-1 of
the Securities and Exchange Commission
As of December 31, 2004

Net Capital:
Total member's equity qualified for net capital $ 696,324

Less: Non-allowable assets

Commissions receivable $ 185,483

Prepaid expenses and other assets 33,972

Property and equipment, net 119,617
Total non-allowable assets 339,073
Net capital $ 357,252

Net minimum capital requirement of 6 2/3% of aggregate
indebtedness of $143,160 or $5,000 9,544

Excess of capital $ 347,708

Reconciliation with Company's Net Capital Computation
(included in Part II of Form X-17A-5 as of December 31, 2004)

Net capital, as reported in Company's Part I of Form X-17A-5

as of December 31, 2004 : : $ 292,928
Increase in member's equity 30,291
Decrease in non-alllowable assets 34,032

Net capital per above computation $ 357,252
13



ERNST WINTTER & ASSOCIATES Certified Public Accountants

675 Ygnacio Valley Road, Suite B-213 (925) 933-2626
Walnur Creek, California 94596 Fax (925) 944-6333

Independent Auditor's Report on Internal
Accounting Control Required by SEC Rule 17a-5

Board of Directors
Casey Professional Services, LLC
Santa Barbara, California

In planning and performing our audit of the financial statements and supplemental schedules of Casey
Professional Services, LLC (the Company) for the period November 1, 2003 through December 31, 2004, we
considered its internal control including control activities for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide
assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company, including tests of compliance with such
practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g), in making the
periodic computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of rule 15¢3-3. Because the Company does not
carry securities accounts for customers or perform custodial functions relating to customer securities, we did
not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payments for securities under Section § of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and
judgements by management are required to assess the expected benefits and related costs of controls, and of the
practices and procedures referred to in the preceding paragraph, and to assess whether those practices and
procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the objectives of
internal control and the practices and procedures are to provide management with reasonable but not absolute
assurance that assets for which the Company has responsibility are safeguarded against loss from unauthorized
use or disposition, and that transactions are executed in accordance with management's authorization and
recorded properly to permit the preparation of financial statements in conformity with generally accepted
accounting principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.
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Because of inherent limitations in internal control or the practices and procedures referred to above, errors or
fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to
the risk that they may become inadequate because of changes in conditions or that the effectiveness of their
design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that error or fraud in amounts that would
be material in relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. However, we noted the
following matter involving the Company’s internal control and its operation that we consider to be a material
weakness as defined above. This condition was considered in determining the nature, timing, and extent of
procedures to be performed in our audit of the financial statements of the Company for the period ended
December 31, 2004, and this report does not affect our report thereon dated March 23, 2005.

The size of the business and the resultant limited number of employees impose practical limitations on
the effectiveness of those internal control policies and procedures that depend on the segregation of
duties. Because this condition is inherent in the size of the Company, the specific weaknesses are not
described herein and no corrective action has been taken or proposed by the Company.

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph
of this report are considered by the SEC to be adequate for its purposes in accordance with the Securities
Exchange Act of 1934 and related regulations, and that practices and procedures that do not accomplish such
objectives in all material respects indicate a material inadequacy for such purposes. Based on this
understanding and on our study, we believe that the Company's practices and procedures were adequate at
December 31, 2004, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the Securities
and Exchange Commission, the National Association of Securities Dealers and other regulatory agencies that

rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone other than these specified parties.

e L o

March 23, 2005
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